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Ms Marlene H Dortch
Secretary
Federal Communications CommiSSion
445 12'" Street, S W
TW-A325-lobby
Washington, D C 20554

Dear Ms Dortch:

EX PARTE OR lATE FILED

Re: ee Docket No 01-338 Reyiew of the Seclion 251 Unbundllno
OblloaflOns of Incumbent Local Exchange earners

CC Docket No 96·98 Imo/emen/abon Of the Local Cqmpelrfton
ProviSiOns In the Te!tcommunicatlOns Act of 1996

/ CC Docket No 98·147 Qep/Qrment of Wire/me 5etyJces Offennq
AdvaflCftd Telecommumcattons capabill1r

Today, representatIVes of BellSouth, Owest SBC and Venzon mel WIth CommlSS1Ol'l
staff to revIeW the ·UNE Fact Report 2002: WIth panlOJlar focus on compelltlve
SWltchmg Informat1Ol'l CommlSSIOfl staff In attendance were MIChelle Carey Roo
Tanner, Jeremy Miller, Tom Navlfl, B8fl Childers, Damel Shlman, Brent Olson and Jon
Reel, WIth Jerry Stanshlne J(lImrtg by telephone Company representatives were Bob
Blau and Whit Jordan from BeIlSouIh, Melissa Newman and John KUfe from OweS!,
Gary PhIllips, Jim Lamoureux and the undersigned from SBC. Susaf'V\8 Guyer, SCon
Randolph and Ed Shalon from Venzon. Evan Leo, anomey at Kellogg Huber, Hansen,
Todd & Evans also participated

As documented In the UNE Fact Report 2002, we descnbed the substantial growth In
competition, both from ClECs and Intermedal sources, during the past three years
We explained that unbundled SWitching should be removed from the national UNE list



because widespread deployment and use of non-ILEC sWItches demonstrate thai
CLECs are not ImpaIred WIthout access to lKlbundled sWllctung Additionally. we
described Ilovrt the UNE-P undennlfles faohtl&s-based competition and therefore the
Comrmssion should re,ect calls to add UNE-P to the natIOnal UNE list

The attached matenals were used dUrII'Ig the meellng We are SUbmlttU'Ig the original
and one copy of this Memorandum to the Secretary In accordance WIth SectIon 1 1206
of the COmtnISSIOr"I'S rules

Please include a copy of this submission in the record of the above-listed proceedings
Also, please stamp and relurn the provided copy to COf1firm your receipt You may
contact me at (202) 326-6689 should you have any questions

Sincerely,

cc (w/o altachemeflls) J Miller, T Navin, R TarYler





Overview: Switching

./ GLEGs have deployed many switches
>- 1,300 circuit switches

>- by large and small CLECs

>- in large and small markets

./ GLEGs are using their own switches to compete
>- serving 23M access lines

./ GLEGs are using their switches everywhere
>- serving business and residential

>- in wire centers with 86% of BOC switched access lines

./ GLEGs do not need UNE-P to serve customers

./ Packet switches and wireless carriers offer
additional competition

Key points from UHE F.c;' ".poIf 2002. 1



Many CLECs have deployed switches

./ CLECs have deployed 1,300 switches

./ Deployment is not limited to the "big players"
~ 200+ CLECs of all sizes have deployed local circuit

switches in the BOC regions

Figure 1. Distribution of CLEC Switcbes
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fsc' R9{)O!t reference: p. 11-2

Other CLEes
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CLEC switches are in large & small markets

./ Examples of CLEC switch deployment in
small markets:
.. Anniston, AL

.. Apple Valley, MN

.. Buffalo, NO

.. Collins Creek, SC

.. Damariscotta, ME

.. Harahan, LA

fsct Report reference: Appendil( B

.. Lenexa, KS

.. Mishawaka, IN

.. Mojave, CA

.. Redfield, IA

.. Valdosta, GA

.. Winooski, VT

Key pol"ts 'rom UNE Fact Report 2002· 3



A CLEC switch can serve a broad area

.I An ILEC switch typically serves only a single rate
exchange area; CLECs can and do use their
switches to serve multiple rate exchange areas

.I CLECs report that they can and do use their
switches to serve areas as large as an entire
LATA, an entire state or even multiple states
»AT&T claims to serve both the entire Dallas LATA and

the entire Houston LATA with a single local switch in
each location

» In contrast, sse serves the Dallas LATA with eight
tandems and the Houston LATA with seven tandems

Fac!Reoonr,lerenc,: pp.II·7·10
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CLEC switches do serve many customers

./ As of year-end 2001, CLECs were serving at
least 16M - and more likely 23M - local lines
using their own switches (including about 3M
residential lines)

Table 2. Lines Scrnxl over CLEC Switches, YE 2001

Based on ":91111§!ings Rased on

Rusinl$S Rt$idenllal Total Inll'rconnCCllon Trunkli·

Vcri7on" 3.7 million 1.0 million 4.7 million 1.8 million

sec"· 4.5 million 1.2 million 5.7 million 8.6 million

BeIlSoulh 1.8 million 300,000 2.1 million 3.5 million

Qwest 2.9 million 500,000 3.4 million 2.5 million

Tot(J1 13 million 3 million 16 million 23 million

• A~",,,,,," • raUO of Z.7S hnet PC' ,nlCfaMlnection InInk. Su Allpetldi1 A (pro.idin, blill for lhi. methodol08Y). •• Ver;ton E911 1I.lI;n,.
IlId Interconnrai"" lrunk dala do nOl illClode ,he former GTE M'l".1« 11ft.••• SOC fYII listings dau do IMII include ConllK1kul.

F8Cl8lDorl reference: p. 11-4
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CLEC are using their switches everywhere

./ CLECs are using their switches to serve
customers in wire centers covering 86% of BOC
switched access lines (including 89% of business
lines and 84% of residence lines)

Table 5. Percentage or Access Lines in Wire Centers Where
CLECs Have Acquir-ed Customers Through I)orted Numbers

Ptn:tnllgt or BOC S" Itched Access Lines In Wlu Cenlers Sen-e(J by:

lor more 2 or more 3 or more 4 or more
CLEC switch

B~ B~ 1'01. B~ B= 1'01. Iius.. B= 1'01. Bus. B~. 1'01.

Vcri.wn 90 83 8S 84 " 79 80 69 73 " 64 68

SBC 88 83 8S 82 " 77 74 .. 69 7. .2 6S

BellSoulh 94 90 91 8S 79 8. 79 71 74 73 ., .7
Q\OIe~t 89 83 " 82 " 77 " .8 71 71 64 ..

To/af 89 84 ,. 83 7. 7K 77 611 " 72 6J ..
Fact R9DOrt reference: p. 11-6

Key poInts from UNE Fact Reporl 2002. 8



CLEC switches serve res. customers

,/ By the end of 2001, CLECs were serving about
3M residential lines using their own switches

,/ Switches first deployed to serve large business
customers now serve mass-market customers

,/ An, Cox, Comcast, Cablevision, and Insight
have deployed circuit switched cable telephony
~ Available to more than 10M homes in 20 states

~ Over 1.5M homes subscribe to circuit-switched cable
telephony today

~ Adding over 70,000 customers per month

Fact Btoort relerence: pp. 11-10-14

Key points from UHE FlK:t Repot't 2002. 7



CLECs don't need UNE·P to serve consumers

.I Seven out of nine CLECs providing residential
service in BOC regions do not buy any UNE-Ps

t"lgurc 4. Usc of UNE Platforms h)' CLECs Providing Service 10
25.000 or More Residential Lines Using Their Own S\\i1ches'"
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Inlft'tIVoIl,.. KIIOloo,l>kUololVSA. kCN. ms. ondTOTAunL

FBCI Reoort £t!ers.: pp. 11·19
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CLECs mostly use their own switches

Fi~ure 3. Breakdown of CLEC Lines by Mode of Entry

DUsing ILEC Switches (UNE Platforms and Re~ale)

CLEe Lines Provided:
• Usmg CLEe Switches· (based on E911 liSling~)
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ifWlyth'DI- under\.wc IhI: pnant:oce of JJI hlll$ thai O.F.£A.., sen"jog iD "bole or ,n pan O'er fac,hues they lII.edc'plo)Cd lhc:rRoehe<.
··Vm1.M dala do llOl ,nclllllc the former l1"rn IemlOry,

fact RWrt reference: p. 11-17
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UNE-P harms facilities-based competition

.I Actual marketplace track record undermines
CLECs' claims that they will use UNE-P as a
stepping stone to facilities-based competitors

.I Several CLECs have conceded that they have
no plans to convert from UNE-P

.I Many CLECs would rather rely on UNEs at
artificially low TELRIC prices than invest in
deploying their own facilities

Fact RfDoa referenc,: pp. 11-17-20

K.y points fro," UNE Fact R.potf 2002. 10



UNE-P migration is a myth

.lIn New York, AT&T and WorldCom together
provide UNE-P service to over 1M residential
customers, enough traffic to fill 5-10 switches

.I AT&T and WorldCom also operate 28 local
circuit switches in New York, but have
converted virtually no UNE-P customers

Fac[86QQQrelerenc,; p 11-18-19

Key point. from UNE Fact Report 2002. 11



Collocation/"hot-cut" issues are resolved

.I CLECs' concerns on these issues have been
addressed since the last UNE review

.I The FCC has expanded the range of collocation
options and imposed time limits for completion

.I CLEC collocation arrangements have increased
from 4,000 to almost 25,000 in three years

.I Costs associated with collocation have fallen sharply
since the UNE remand

.I Rates for hot cuts are set using TELRIC principles;
state commissions measure BOC performance

.I The FCC has found that hot cut performance met or
exceeded requirements in 271 grants for 11 states

Fact Reooa reference' pp.II-15-16

K.y point. from UNE Feet Repol'f 2002· 12



Packet switches offer more competition

./ GLEGs have deployed at least 1,700 packet
switches

./ GLEGs are using packet switching to compete
against ILEGs for data traffic (makes up more than
half of ILEC traffic)

./ GLEGs are already using (and will increasingly
use) packet switches to compete for voice

•services

Fact Report reference: pp. 11-26-34

Key points from UHE Fact "aport 2002. 13



Wireless switches also offer competition

.I FCC has found that wireless phone has
"become a mass market consumer device" in
its Sixth CMRS Report

.I Two in five Americans have a mobile phone

.I One in five cell phone owners consider their
cell phones as their primary phone

.I Quality of wireless services has improved
significantly in the last three years

.I Prices have dropped dramatically
EaC! BtpOf1 reference: pp. 11-34-38

Key point. from UNE Fact RepOl'f 2002. 14



Closing thoughts

./ Pervasive use demonstrates that alternatives
exist to ILEG-provided switching and that
GLEGs are not impaired

./ Unbundled switching should be removed from
the national UNE list

./ UNE-P undermines facilities-based competition
and should not be added to the UNE list

Key points from UNE Fact Repolt 2002. 15





FCC recognizes the need for change

./ Chairman Powell said: "Facilities-based competition is
the ultimate objective.... Commission policy should
provide incentives for competitors to ultimately offer
more of their own facilities." (Oct. 23, 2001)

./ The Notice states: "We recognize that, as alternative
facilities become more available and the market for
telecommunications in general grows more competitive,
our unbundling rules will need to change... "

./ The Notice also states: 'TW]e seek to fashion a more
targeted approach to unbundling that identifies more
precisely the impairment facing requesting carriers."

Key points from UNE F.ct RepOl'f 2002 • 1



UNE Fact Report delivers the data

.I The Fact Report is responsive to the notice
in this proceeding

.I The Notice states: ,/Pjarties are strongly
encouraged to submit evidence regarding
actual marketplace conditions... "

.I The Notice also states: ,/Wje seek data both
on how widely intermodal alternatives are
deployed, and for what purposes they can
be used."

Key point. from UNE Fact Repart 200:1 • 2



What the facts show

.I There has been substantial growth in competition
from CLECs and inter-modal sources in the past
three years

.I Evidence shows that CLECs are generally not
impaired in their ability to provide local services
to customers

.I The facts relied upon in this report are reliable,
conservative, and respond to CLECs' concerns

Key points from UNE Fact Report 2002. 3



Large competitive capital investments

.I CLECs, wireless carriers, and broadband
providers have invested billions to create the
competitive market that exists now

» GLEGs have invested $508 over the last three years

»GLEGs invested $12.38 in 2001 alone

» Gable operators have invested more than $558 since
passage of the Telecom Act of 1996

»Wireless carriers invested $188 in 2000 alone;
cumulative investment (from 6/85 to 6/01) in their
networks is $1008

Source: Various sources
Fact Rem refereoc.: pp. 1·1!).11

K.y polnfs from UHf! F.ct R.porl 2002 • •



Three years of CLEC facilities growth

.I The growth of CLECs' facilities demonstrates the
market's competitiveness

Table I. Competitive Networks

YF, 1999 YE 2001

Wlr~lJTM' CUics ..ilh Voi~ i'elWflrh ,... 930
cu:c, Circuit Sw;tdlC'S 700 1.300

"""let Switches ... 1,700

Roule Mi Ie> of Fiber (Iot:lll ilIId lonll·l\3ul) 100.000 184.00)

A\'er.l.gc Number ofa.EC /'rielWi,lfk_ in Top 100 MSA. 10 16

Buildmg. Serwd (on· and off-nell 106.000 330.000

Ilornes with acce...s 10 ~'j,blc telephony ..:rvicc <2.000,000 >10.000.000

Esc' Repoa reference: Table 1, p. I·'
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CLECs have captured a large market share
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.I CLECs' share of access lines in BOC regions is
at least 16% and likely closer to 20%

.I CLECs' share of revenues is even larger, with a
five-fold increase over the last three years
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Fact Rtoort reference: p. 1-7
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Three years of CLEC line growth

.I There has been large growth in the number of
lines that GLEGs serve with their own facilities
(at least 16M and more likely 23M)

.I GLEGs serve at least 156M voice-grade
equivalent circuits

.I AT&T says that it serves "over 30 million" voice
grade equivalent lines over its network

Table 3. Competitive Lines/Subscribers
y ..: 1998 YE 2001

Wlrelinc ClECs Facilities-Buscd Business Lines 5-6 million 13-20 million

Facilities-Bused Residential Lines >80.000 3 million

Re.sale/UNE-P Busine~s Lines 1.2 million 3.8 million

ResalelUNE-P Residential Lines 1.5 million 5.6 million

E8el Report relerellCe: Table 3, p. 1·5

Key point. from UNE Fact Reporl 2002 • 7



ILEe access lines are declining

.I For the first time ever, ILECs' access lines
have declined in each of the last three years

Figure 2. Decline of ROC Access Lines
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fscl 8eoorl reference: p. 1-6
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CLECs use their own switches

.I Approximately 1,300 circuit switches have been
deployed by CLECs

.I Most CLEC access lines are served using their
own switches

.I Both residential and business customers are
served using CLEC switches

.I CLECs use their switches to serve customers in
wire centers containing 86% of BOCs' access lines

fael Report refarenc,: Section II

Key points from UN~ Fect Ifaport 2002 • g



CLECs don't need UNE·P

.I Other than AT&T and WorldCom, the 15 largest
CLECs that have deployed switches make
virtually no use of UNE-P

Figure 5. Use (If UNE Platforms by Top 15 Switch-Based CLECs
Other Thlln AT&T and WorldCom
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Source: Based 00 E911 Hstings
fact Reoon reference: p. 1-9
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No transitioning off of UNE-P

./ In New York, AT&T and WorldCom together
provide UNE-P service to over 1M residential
customers

./ AT&T and WorldCom operate 28 local circuit
switches in New York

./ Yet the two companies have converted virtually
none of these UNE-P customers to service
utilizing their own switches

FactBeooareference: pp.II·18-19

Key points from UNE Fact Report 2002 • 11



Inter-modal competition

.I Wireless, cable, and satellite offerings increasingly
provide customers alternatives to wireline services

Inter·moonl Competition YE 1998 Y1;:2001

Wlrclt!Sli Wireless Subs. 69 million 130 rnillioo

Wireless Data Subs. "', 6.7 million

% of DODuhl1ion in counties with J Of nWYe lII'irdw ODenuors "', >91

% of noouialioo in counties with S or more Il<irclc:ss ~l'lllors "', >7l

Wireless Carriers Offerin.. Dala Service~ 2 7

IIrondbllnd Cable Modem Subs. <300,000 7.5 million

Filttd Wireless/Satellite SuDs, 0 >200.000

% of homes with access 10 cable modem l>ervice 20 66-77

% of homes with access 10 !Wf;>.WDY satelhle 0 >90

Markets with MMDS 0 58

Sourc.: see Appendix M
fact RtporI felerence: Table 1, p. 1-1:
Table 3, p 1-5
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Wireless providers are thriving

,/ Wireless carriers are adding subscribers much
faster than wireline companies - both ILECs
and CLECs - in percentage and absolute terms

s._. J~ Mo.>o'I\M t1&Q Sa~, M
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Facf B600n reference: p. 1·17
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Wireless is competitive with wireline

.I Quality of wireless services has improved
significantly in the last three years

.I Prices have dropped dramatically

.I Two in five Americans have a mobile phone

.I One in five cell phone owners consider their
cell phones as their primary phone

.I Wireless voice revenues are expected to
surpass wireline revenues by 2003

Facf RfOOft reference: p. 1-4

Kay points from UNE Fact R.porl2002 e 14



Role of wireline voice is shrinking

.I With growing inter-modal competition, role of
wireline local voice is rapidly declining as
traffic moves to wireless and data networks

Figure 9. Wireless lind Data Overlllking Voice
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Eaer Reoort ,re treoce: p.I-15
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